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(2) States the intent of the borrower 
to comply with all eligibility criteria 
set forth in § 1786.99 of this subpart; and 

(3) Identifies the source of financing. 
(b) A list of all RUS Notes together 

with the outstanding amount on such 
notes. 

(c) An opinion of counsel as to the ef-
fective date of the merger or consolida-
tion. 

(d) Such additional information as 
the Administrator will request. 

§ 1786.101 Approval of application. 
The applications will be reviewed 

and, if satisfactory, approved. Closing 
will be scheduled upon approval. 

§ 1786.102 Prepayment agreement. 
Upon approving an application for 

prepayment under this subpart, the Ad-
ministrator shall notify the borrower 
and deliver to the borrower for its exe-
cution a prepayment agreement which 
shall set forth and provide: 

(a) The RUS Notes to be prepaid and 
when the Discounted Present Value 
will be calculated. 

(b) The place, date and conditions for 
closing. 

(c) Agreement that the unadvanced 
balance of RUS Notes shall be re-
scinded. 

(d) Agreement that the borrower, or 
its successors or assigns, shall pay to 
the Government, as a condition of re-
ceiving additional loans or loan guar-
antees pursuant to titles I and III of 
the Act, an amount equal to the aggre-
gate of the difference with respect to 
each of the RUS Notes between the 
amount outstanding on the RUS Note 
and the Discounted Present Value of 
the prepaid RUS Note; with interest 
accruing quarterly. The interest rates 
shall be the rates provided in the re-
spective RUS Notes. 

(e) Assurances that the borrower will 
meet its obligations to any power sup-
plier financed pursuant to the Act. 

(f) Such other terms and conditions 
as the Administrator deems appro-
priate. 

§ 1786.103 Security. 
If, after prepayment of RUS Notes, 

the Government should continue to 
hold liens on the borrower’s property, 
the Administrator of RUS will consider 

a request for the accommodation of 
such liens for the purpose of providing 
security for loans the proceeds of 
which were used to prepay RUS Notes. 
Such lien accommodations shall be 
limited in amount to the Discounted 
Present Value of the RUS Notes plus 
such costs, as the Administrator shall 
determine to be reasonable, incurred 
by the borrower in obtaining such 
loans. 

§ 1786.104 Loan fund audit. 
RUS shall have the right to audit 

within 6 months of closing, trans-
actions involving the RUS construc-
tion fund established and maintained 
by the borrower pursuant to the terms 
of the RUS Loan Agreement and to in-
spect all books, records, accounts and 
other documents and papers of the bor-
rower. Should RUS determine that the 
borrower has made disbursements of 
funds advanced pursuant to RUS Notes 
which do not comply with the require-
ments of the RUS Loan Agreement, the 
borrower shall be required to pay the 
Government an amount equal to the 
difference between the amount which 
the borrower prepaid on such RUS 
Notes evidencing RUS loans funds 
which were improperly disbursed and 
the amount which the borrower would 
otherwise have been required to return 
to the Government as a result of non-
compliance if the borrower had not pre-
paid such RUS Notes. (See 7 CFR part 
1721, Post-Loan Policies and Proce-
dures for Insured Electric Loans.) 

§ 1786.105 Closing. 
(a) The borrower shall be responsible 

for obtaining all approvals necessary to 
consummate the transaction as re-
quired by the prepayment agreement, 
including such approvals as may be re-
quired by regulatory bodies and other 
lenders. 

(b) The RUS Notes shall be prepaid at 
a closing to be held in accordance with 
the prepayment agreement. RUS shall 
designate the date of closing which in 
no event shall be later than one year 
after the effective date of the merger 
or consolidation. At closing, in addi-
tion to paying all current interest due 
on the date of prepayment, a borrower 
shall prepay the RUS Notes by paying 
to the Government an amount equal to 
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